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getaj.as c ri tical attitude tow a rfl USS H 

Spectalation whether Soviet; poasessina of feJie atora boiab woisisi, 
aifesr esistiag OT political alignments aesms to baije been resolrnd isi 
tbs negativa by recent roll calls in the GA, Concrete tests 
rsaction «ere rscsntiy provided by the bitter struggle bettveea 3riv;?>** 
slavia said Csechoslovakia for t&e Eastern European SQ seat and b? 
botly dieputed issues of obsertaace of JuMsan rights in tise Satellliss 
and continuation of th© controversial VBJ Eoresa CoroiiBSion* Ta. sll 
three, th® 13SSE suffered resounding defsjatsi in the bMaan ciaso, 

the majority vote vas greater than last spring. So far, the h&a 

found the going rouj^er la this GA than in aay previot® aeseioAi., S'eitaer 
acqtdoitioa of the A-bomb, nor Vishiaslsy* a aev-foaad cordiality s^esa to 
Ssav® sad© friends or influenced peopls at Lake Success, Oa fchr* Owier 
bend, when the GA eonaidere the problera of the A«boab itself, it iz 
jsertaln that the fact aloa© that a eeeoiad major power has acquire*:?; 
this weapon will esert new pressure for a solution, 

Ths Soviet device of utilizing intaro itlcaaai coiiferoncas an 
sounding boards for prbpagai;^ has beevi tnrmd against th© T?nSii. 
neatly by Togoslavia, is & way proving 'Vm a good toaolMr s.aiv, 
Tugoalavia an The Sarmi wai the GA Legal Cojmoittso, -dtisa 

had before it the proposed Ssclaration of the Rights and biaties of 
States, Jugoslavia proif^tly offarod S.5 fsaendmeats, iaeiUtUag aciasi 
very pointed proposals 6a the duty of a stats to raspecfc the rightt 
of other states, cot to foment civil war in other nations , not to m" 
gage in slander campaiges or economic warfare against fellcnf OS ncsabors, 
otc. Folaffid tried to rescue the USSR frcaa eabarrassmsat by aovijig that 
the Declaration bo referred to the meater states-— as a saneu-^r waife 
would hav® stalled tb© Tbgoslar notion indefinitely. The Greeic 
■usatativa was unebls to refrain from expressing the hop© tbxit Tv.'^slavia 
would la ths future observe the lofty principles for which it was oontead- 
Irg and fro® regretting that auxdi seafeinents fc&d not ocetirrod f agjfj- 

alavia two years ago, 

Few psople““’and almoBt certainly not the Tugpslev represen tcitive®-- ^ 
believe either that the proposed amendaeats IsEsprovs the draft d<siS3.arBtioa 
or that they have th® sllgSiteat chance of being approved* 3"otfc tar? Bisgo- 
Slavs ere as indifferent to thes® oonsiderations as the USSR has beer; on 
similar occasions in the past, They will have attained th®l;r ooln ob- 
jective— a world-%fid« audiene© for dsauaciatlcas of their fo 2 «sr cilly. 
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GEBHASY 


transfer of adaiulstyatlv© responsibility over tlio EeidiobSiha 
from the Soviet Militaxy Adaiaiotratioa (SM) to the Ministry of Traffic 
in. the new &enaan Deiwcrstic Republic is likely to coapliento relations 
between the western authorities and the Beichsb^m. The exact esitent to 
which the sm has abdicated direct authority over the conduct of these 
relations is not yet clear<. It appears prob&ble« howevart that the east 
German Traffic Ministry xas§^ seek to raxsegotlate existing Alliedr'iSovlet 
agreements on all matters concerning overland comBEBioations bet^/oen 
west Berlin and western Germany. The motive for such a move on the part 
of the USSR mli^t bo in part to coerce the western powers into a de facto 
recognition of the German Democratic Republic. 
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OSfiH&fiT 

The change In fche statns Off the Beiohah^m can also ha 
©zpacted to Intensify the dastiaad of the west Bsrlin Magistrat for 
extension of the authority of the . west sector police to BelcBishalm pro 
property in vest Berlin, sv^Xaatisg the authority of the Beiehshahn 
police, who are now presojaahly xmder the mtiisats antborlty of the 
German Bensocratie Bapublic, rather than of the SHt.. If the d^aands 
ef the Haglstrat are not loct, the vesterh powers would in effect he 25xi 

tolerating the operation in west Berlih bf the police of the Besiocratie 
BspnhliCo 
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SOVIST IHIOE 

TJSSE opens ne^tiatioM Datwewi IocpI 
Igan'iaa Hei~^TaiorFA i^ 

She Soviet-lraniaa 4 ieputo over the of 

soldiers af^pcrently heing held as hootages hy the TJSSR, may he 
solved hv negotiationa roiaortedly nadeirway hetwesn tli® 

ZrlTt Jordreonnanders in the area >^ere the *®^'» 

Pollowine Iranian threat* to cl ee all Soviet eatahlishraeats I 

ho.plt^ »d TOKS " 

If the Iranian soldiers vere not returned f ® 

placed its entire personnel cosplement along the hord^ e. 
cLplan sea. In a conference hetween the new Soviet hord^ commander 

and^the Irrmlan border commander 

promised to consider the return of the Ironian soldiers. 

S^ernment, which hae accepted this latest Soviet move 

the USSR intends to return the soldgers soon, he.s not inpl«B*n*,ed 

it* threats* 

com.™mde-» i> pfoiobly promptod 07 » »« o rfSn T 

57«4 SQ well as to gain time In its efforts to effect ths retura ei 

Aa SoTlot dofooSoPo, for idwm idio Irenias eoldiars are Paine hole, ^ 

iioportani -a contaro of Soalot oaplonaso f * ”®f 

Mill BS'obably naold cgsraaotlag tlie corront diaputa lo ^de pci. 

Sot ?h. Iriioo soaSout «m act to oloo. Ihoaa .ol<*Uate.«.to. 

P Oetotar tot for ftf«t IntarnaWan^ . poatqig-£ggl”J»j^ — 

d«nonetr&tlon 


nnternational Perce »ay.« pla ned for 2 Octoh^, is the first 
coordinated, world-wide peace demonetration staged by 
ainc® tins end of th® vax. Possibly ttoed U * 

General AssMthly session^ tho occnaioa 

a fresh opportunity to point to the tIaSE a* the ®ol* 
of u8?ao©« ^h® underlying purpose of tMs Soviet ff'®® « 

to strengthen national Gemunist pities by enlisting the support of 
as metay nosi-Uosscunlsts as possible end to Indue® the masses to with- 
hold support from their eovernmsnts* 

Propagmda for peace is by no mtaas a new ^5'! 

the. Sixth Horld Congress of the Comraunl't lateraatxojm it 

resolved that all Cooaunlat Parties %;ould Augsgs in 
gauizationals agitations! end propagandlatis work in prsparatloa ..v 
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SOTIE'i? WSICSIi 


internatidnal Day for «i« fl^^ efiEiinst innarisUBt wer ^ d«f«(ns© 
of the Soviet," Since then, yearly mass dBaaonetratlons for pe^e 
were organized, heginnlng 1 August 1929 end continuing until the 
outhreel^ of World War II, 


While the anticipated propaganda theses have alreedy been 
threadhffre, the CoomunistB proh^ly hope, hy the reaction of thoAT 
pre-war tactic of einultaneoue maso demonstratioaB, 

Spenrance of vlder eupport and t«ore enthuelaes for /ovl^ ^oace 
line than was eahlhited at the recent peace congressea in Wroclaw^ 
Parle, Hew York end Mesleo City, 
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Y0G0SLA.71A 


pesition -would "b® atreagthaned Tsy Security Couaeil seat 

■■ ' i m w jA I.t — II I I II ai ■■■■Iiir I-M— -TTrimn -ivi- -Ta-'i r rr- - jiim . ... f. ■. -rr^ am ■ — 


At the cixrrent TET Oaneral Aeaomljly sosoion Yijgoelavia haa 
puljllcly asserted Ite isidafpondence of Moscow not only he deserting; 
th® Soviet hloo la voting on soa© Eaet-^We t issues, but, even aore 
slgRlflcgatly, by aeekiiss a seat on the U5 Saevirity Gotmcil, If 
successful, Yufioclav sflcrabopchlp on the Security Couacil would, streagthon 
defiance of the U3SE because it would: (X) afford Tugoslavls 

strategic position for directing XM attention to dangerous Soviet prsssur®., 
thus providing on additional deterrent risaiiint Soviet a^greaslonj \z) 
increase the iaternol and international prestige of the Slto reglir©, (3) 
provide Tito with a eor® isipresslve rostrus from %dilch to assert the 
ideological sxsperiority of f^ugoalav Coicmuniest to Stslinlera, thtie «»*• 
cournging the dev^opisont of Titoist tsadeneies in Comsunist x>^tia3 
throu^out the world and notably in the Ear Easts 
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YUeOSIAVIA 


Soviet renction to the election of Tu^olavla as a Security 
Council reT>lae«nent for the Ukraine would he extronely aatcgonistiCs 
not only because of the loss of a eeat traditionally resprved for a 
Sgviot-bloc member but even more because of the granting of that a®ai 
to the Er«nlin''s &reh»en3S^i, Xhe USSE wonld utilise this issue aa 
proof that Tugoslavla is now operating as a tool of the tfestern Poitfere 
against the Peoples's Denoeraeieso 

Yugoslavia as a menber of the Security Council would have some 
diffictalty in following an Independent line In the Security Council c 
"Heauf® Site is attempting to be the true interpreter of Communlsa 
-;nd has to compete with the USSR in support of Communist interests ^ 
Yugoslavia could be eo^ected to vote often with the CS3E against the 
I^eato Particularly , Yugaslavla wjuld not side with the “capitalist* 
West on Issues involving wentem eoloniallam in the Hear and Par Easts 
On many Sast-^V/ast isauea« however, Yugoslavia would probably abstain 
rather than, antegoxiize the Vfestem Foverso But where Soviet and 
Yugoslav interests clashed, as in Trieste or possibly Greece, Yugoslavia 
would undoubtedly vote against the USiilio In general, Yugoslavia would 
probably adopt a policy of supporting the sanall nations against tho 
"imperialisjQ” of the great powers, both East and West, 

S2F.CH0SLAVAEIA 

Dsoch-Tugoslav trad# continues 


Czechoslovakia °s trade plans for August and September reportedly 
include an exchange of certain essential goods with Yugoslaviao In 
return for 20s000 tons of pyrites, 5 tons of mercury, 1,000 tons of 
hemp, aixd 350 tons of cyosiSB, Czechoslovslcia is to supuly Yugoslavia 
with 24,500 tons coke, 100 tons cable, and minor quantities of Indmgtrlal 
equijfflsent believed designed expressly to meet Yu^sl'iv sueciflcatioas^ . 

This prox> 08 ed interohh&gs is small in comparison with the forrw 
volume of trade and may be a temporary erpsdlency for both parties o T!h« 
eftssatlon of Oaech-Yugoslav trade in June 19*^ has left 0zechoslov;^R 
critically short of pyrites and mercury and Yugoslavia with an In- 
sdsqxmte euppl;- of coke* TIherefore, despite the widening rift betimes 
fito and the KrsaBlln, neither the Czechs nor the Yugoslavs a^ipeare 
disposed to let their political differences completely preclude ths 
meeting of imediato economic requirements* Moreover, it is possible 
that for political reasons as well neither side Is yet willing to 
sever completely its relations with the other* 
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Difficulties forcs caa in H;mg ry’s sabltlous 

©to curront Hung!>rlaJi ThrQO~YcrsP**I*l®ci vill "be coopl*tc4, it is 
offioiaJsly elalraed, serca laoaths aheud of e^sd^s# sod will bs 
replaced by a l»rcad ?iv*-T«;^r-Pla» for 1950-195^* 


!Eha Thrsc“T®£ir-Pl8Jt was eBseatially a rsconstruotlve progr^ 
aad was to lay tha foundation for indue trial expansion. As «wh, 
the plan has reached Its soala. In senerol, prodoctioa has attained 

prewar leralso 


Ohjectivos of the Plve-Year-Plen alro at a radical trensforaoKtloa 
of the national ecocosay. It is planned that tho value of ind^tri^ 
production will axceed thc.t of agrioultura. Of the total 35 ollXloa . 
forints to he inveatod by tiio and of 195^» I? hill ion will fOE* 
industry and 6 billion for agriculture. 


5ha flve-Teor-'Flaa ©i®» predoninantly at the development of heevy 
industry, with 20 new plants schediaed for the iron and mahhifte ^ 
SMuatry. By 195*^, tha iron and machine industry is ^ 

neresnt of all indua trial prod\wition. as comparad with 20 p®r<.e»^ 
in 1933s and electric snorgy production, > for uercent. Those 
tJToportions aro plenelblo if tho Industrial eoals are attained. To 
realla® thia goal a total of 300,000 new Industrial 'workers would b® 
s*©«ruit®do most of whoa would. Initially, be poorly qiisllfiedc 


Transportation facilities must ba eapsuded along with Industry. 

3y tho end of 195\ the eoramunl nation ryetem is to o’^ceed the 1930 
laTol by 65 percent. This goal apnenrs possible since such aoderni nation 
has already taken place in the rail lines end in motor transporte. 

However, difficulties are being experienced in the production of 
locomotives, rail cars, and river vessels, but, with expected in- 
oxdases in aup^lios and okllled labor, these nay be overcome. i‘s© 
grer-test difficulties will prob-'-bly ba experienced in highway traffic 
expansion. 


In th® agricultural sector, the #ive~Te-r**Plaa calls for an^ 
increase in livestock ppoductioa, an increase in th® average yleid 
of wheat by 20 percent, sugai* beets by 3® percent and alfalfa by 
approximately ^ percent. The fulfillment of these goals is 
dependant upon success of land reelsmation and Irrigation projects, 
use of agricultural machinery, fertilisers and high quality seed. 
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•'UITGARY 

indnsts^ sbows increasiiig BieK® ef dsterioration 


Signe of intaxotrial econ<anlc dotorioi’p-tioa in hava 'o^^ua 

ancrengin^? within the past few wes&a. ihe Enugariaa I'reae, during 

and September has stepped up eampaignB of criticism attackliis 
the entire Indus iriai personnel » from managers tc unskilied laborers = 

Tm InstaTices cited hame serious coasotations when r®Tiew©d in aon-> 
text vrith the self-glorlf 2 ?ing hahite of tbs Ocumn-niKt press. Oriti'.ciems 
ha’r® included instances of groas inefficlenccr, prodn ■tlon of defecti^® 
goods, lower unit production and absenteeism among vcrkero* Xustaiicee 
"»f s?ach deficiencies hnme been cited as occurring in the laedei 
3s«?h®rs>-SshrantK factors' (which 1® offieiallr producing tra-ctOTE ntc- 
m&n cited ln | I reports ae partloinatiJg 

in war pro<luct.ion) , and In the d&ns Vaggon factory, another Holal 
Huni^vririn Soamstm:!. st ©nterpriee. In loc8.1 apeechea 3>siuty 
Jiinistes? Sakosl hag spo&ga diecsreetlj' cf such failux-ss. 


Th® report of the Oosimunist Party Conference for Crr9r't.er 
<60^3 of Huxiiaf-riesi industry is soncenferptsd 1st thim area) aieo eomplslas 
^ th® Eiany failures, In this report, preductirity of the maanf ac fcurlag 
IriClnat^y for fch© period Pebror-ty to J'uiy I9ii9 is admitted to h»yn fallen 
Ifjk In the Kanj^rod Weiss iron factory, the percentage of wait# had 
,clgen froii l(h^ to 2 ^^ another factory was reported to have had 2u > 
abnsnteoa in ona day, Instarscos of lov’ labor morale war® Irigallfli icd 
by a report that sick relief had boen firsn to workers who were ecatmlly 
’.mffsring from solf-iaflictsd wounds. 


the yiciou.s trend of ttotsrioraticn i.r, 
described .in a more specific case history. In this case, nn cxprimiiwc 
turocgon«rator wfva dcsingad for prodtxctiox, in the Ganz Sleotrle fr jt ;jiy 
by a non-O0®innmni, oid-regtm®, factors^ erginoor. With tho ascor'; of 
the Communist engineer®, the origiaal jians were dlBCsrdsc- end pr»viwctioa 
c;oi.;pl«t®d by the latter. In th« dsnifyi end oonsjtructlon of tfc© ujiit 
-Socialist PriBSlploe" war® employed is. *’economis:ing on materials nm. 
jcajihcurs?,'* 

f:ri.sls.^ for the ne^>' unit were begun ir April 19 ^- M r?jirc!.lt of 
l:.ha faulty deeign of the unity, the elcctrio wiring was burned cmv »M 
Ihsj trial was a .failure, ih® same pXMcmt was r£5p«r.T.ed twlc©. unit 

uoif is locked awaj.' in a dsssrte-d shed £'.t the electric 

tha •buildir.g of such units, fha pow^gr program wxj.l . 

¥ith the failtu'® of badly needed power output, is?.du»trial jrudne ;;l ou 
eoiitlnu® to declin®, as wall be sniff? r .from vjastcftil ris® of the 

-:aietia.?i :rf 5 scurei>r,« 
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HUUQAHT 

With th» exc«t)tlon of th« liTastoclc proersB agricultural 

targets oTorlj' optosalstle* eince agricultural gods are in 

a large measure dependent ou success of the industrtd program. 

It iaaH likely that the Hungi.-rlan economy can make such strfid®© 
in all sectors, The expansion planned for Indxistry will aesa set-. 
h£^ks in other areas of prodnctlon, IKSR asaistance is inroeratiTo, 
Othsrwise Hungary's Flrc*”Yoar«*Plan will remain largely uafulflllo^* 

Widespread re^^e reuesiona of Bajk trail 

Th® liajk trial, which recently ended with death sentences tor 
th© principal defendas^ts, will here renercueslons not only in Er otern 
Europe hut also smong Cosunonist oiid fellow traralllng groTtns evfr'iy*" 
where, Testimony giron hy the accused during the trial has lncj»jded 
depocitioa that Tito-sponsored anti -Stalinist plots exist in Caechoelnrekla 
and Poland similar to the one in Hungpry nnd that uncorerod earlier in 
Alhania, Extensiro publicity has been giren thr -u^out Eastern Europe 
to these accusations with emphasis on the warning that the Eacttm 
European "oartlc?? must be **vigilont against infiltration of enemij- sgonte. 

By calling Hajk end hie followere egents of Wontern imperialltinr the 
Coffilnforffilsta have tried to camouflage the split In the Tiarty; '/oworar 
Frarda frehkly admitted that nationalist deviationlem is the criae. 

The Cominform propaganda bulldt^ majf be the foreranni?r of similar 
jturgea in Poland and Caechoslorafcla,, and most certainly will reeult in 
a further ti^tenlng of party discipline taad increased eeiphaeis an 
Ideological education throughout the Sftellit«o« With a purge long 
overdue in the heterogeneous Czech Party, the Rajk affair may insti^t# 
a vidcapread screening of its 2 , 300,000 aamibers, which would probably 
oulminat® in a shakeup on the top level. Jakob Berman, a mtobor of 
the Polish Communist Party politburo, warned recently that eltho'^^i 
an att®mi 3 t at d.®viationxihad already been frustrated by bringing 
Oonulka into line, the danger still had to be dealt with in the 
oversized Party, In Hung' ry. Itself, the Eajk affair hats provoked 
anothor of the Zeries of purges, begun a year ago, aimed &t redtisiag 
th® party from over » million members to 250 , 000 , 


There will also be longer-term consequences of the Hnjk aff ais* 
oa tha effectivsnese of Soviet propagsndp and ideological appaai in 
the general plctiB’e of World Cotamuniam, A. siollsr phenomenon, tuo 
Moaeov trials of 1936-1938, temporarily turned numbers of left-'rliig 
latelleetuals against the Xremlla, After the furor had died do-^n, 
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howe-frer, many returned to the party line, sspeci^lj after the 
Seraar. attack on the DSSK. 'Che earn® sort of f 
ri iueionaent. evoked initially ty th© Er«alin®e conduct toward 
Si to hut Tiron^t into sharp focne hy the Hajk trial , is mw cv. c.^r 
in Corcunmists fellow-traveller end leftist intellectual circles^ 

She osaentlal differences between the 1938 slt^t ion and 

today, however, are (l) that there ie now in 

a iSder of a CSomnunlst state who who Is ertremeiy 

out the contradictions between Soviet 

and (^) Soviet imperialis® against ostensibly 

Svoliid In th. Srrent purges whereas the ^938 ^fair did^t 

involve this i^sue* Yiigoslav propagrnaa. now roaming capi.^ or 

the expected coatintially to 

S 3 an exmplc of Soviet duplicity and Stk ^fSr 

nationalist trials in iJa.stern Europe, of ndsts 

suparentl- forms a pert, indicates the inability of the Comlnfv,uists 

to Bolv© ^.he underlying probl«aa« 


Eostov'^s trial to hit Satellite eeonosiic na ti onalism 

Featuring econossie rather th^ political 
trial of Traicho Kostov, Bulgarians former economic ^idistJ a... 
and seeond-rahking Comismiist, will form another ir. the aerie® e., 
trial© presently being staged in the satellites .o 
the futility of any eatellit.e Gomruaist following « natlonalis- 

riven without falsification of tho rr cord the Govwmacnt vd.U o« 
able to present abundant evidence that the original c^^'S© 
psaiast lostov— that he had engaged In cntl-bovtet ^tiv ity--ir. 

At tha time of the original sccusatlon In April 19^9, ths only 
of KoBtov‘*s anti-Soviet attitude W’ ® a i‘eport tans a speech he Jim 
IJfth Party Congress in December 19^ t 

at the last m-aute to stress the Indlspftasaailxty ox the to 

Bu3earian sconomic development, as well as the necessity oi 

evsStua3.Iy nationalising agricult^eo Se^-T 

was given by the revelation that fee had anvQgea thg Stadia Seer., ..a 

.^-P-Ainat Soviet economic rspresentetlves. 


I I Kostov attsfspted to us& informatics. 

' e^tw.d by a te. Biasioil in 19W “ » "j"!' 
at tHo 19W Party Oongrasa, t^t ^^8 rl. »J°1» 

from trad® with the other satellites t.uan with the USSR. 
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Xnoamcii as rev®iation %hat Kosto^ oati^t to li’bei'ata 
Bwlgeyla**® ecoaoitty from the USSR wtiid mrslte Mm & locjal herOo 
^Jhsi stat® -Mill doubtlaae attwapt to provo that Ma Poal pwptsse 
■'i^aa t© dollTaP Bulges-ia-u as Site did Tti^ala-siXig to the lasperia-i tst 
I'hsto A-railahl© peporta Sadicate that iBulgapiaa Gominfortniet# 
hava alrervSy hegos. ppspaPiTig evidence to auhstantiato s-uch chapgfiSf, 
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i‘AB EASl'-JPACXFIC 

CH2M 


ffih© *hs»it 0 d fi*ont“ of loadliag siRtioRS of Asia tfee 
Meats in ragatd to the Ration of d© Jtsjeo reeo^ition of the Ccssiatsflst- 
coatnslled People's S^jpf*jbllc as the Satioaal Ckwe:tftiasot of Chi»ai 
coll^ao before the ea& of this year. The Coxwsmisto* belle^g that 
a break in the "mi ted fro^t** on the part of one insjior power won3.d 



India appears to haw© been ijnpx*093ed prisaarily by the mtlonel- 
latie BCJttwatioafi rather than by the Cofittssnist domination, of the Ohljsas® 
revolution. Moreover, India does not regret the decline of the Eatiosyalist 
sregime, which it regards dopoMent upon and aiiljaer^eat to the- Wisst. 
Althou^i India probably will not recognise the People's Rep ubUc ».?l.thont 
v;amlng the 1 
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osm 

She easy Cossmmist ooetipatioa of Cannon has s^edoeed 
sottt2t>l ia raainlaad China to the southwestern pro'^fiaae® of Ssedhtme.-j 
Kweichow, “ftmaKi, assd Iwaagei* Seechwan, China® s Eoet popnlous px®--' 
Tinea* and ita Major cities* Ohon^dLng aacl Choagfeu, are the most 
iavltiag ohjectivea for the aost Cosssaalat offensive. An attac& aa 
Bsecbwan nay hegia within the next two weeks and the Province's ssajor 
centers prohahly will ho in Camnnnist hands hy the end of 19^9* 

She hi^, ro^d motmtaias Burroundiag Ssschwaa li®it possihle 
avensies of Invasion, ProM tii© north* the nost suitable route for lasjor 
tiuop Movefflsnts ie the Mountain hi^nray south froB Ifancheng in Sheri-si* 
to £wangyuan in Szeehwaa.| and thencs to the Szechwan basin and the 
cities of Chsngtu and Chnn^dag, SYom the east* there are two roaiis? 
one froa the PattaaigASashih area of northwest Ht^eh and the other from 
the Chaagte^luajillng ai'ea in Hunm. These routes Join Just inside ths 
Szechwan border and froia there a single road leads directly to CSrsagking* 
fsoac 190 miles further west. Prom the south, a highway leads to Chsng^ 
king frfflB Xwelyang* capital of Swei^iow* a little over 200 miles to the 
south. At the present tine* the CosMunlsts are in position at oaX? os® 
of these fom* departure points, the area of Chsngt© aod Toaaling .in 
Suaen. 


Faafdieng In 3h©asl is Hu Tsuag-nsa^s present headquarters. It 
is beliaved that Eu oeax arastcr no racrs than 20 to 25 thousand combat 
effectives dosplte all lationallat reports to the contrary* The moral® 
of Hu»s forces ie pltlftiLly i®w ««d his field-generalship leaves s?o-cii 
to be dosired. The Patmg-Enshih area of Hupeh Is presently defeaded by 
sea© 100*000 men under Snag Hsi-llen. Nominally under Pai Ghmg-hsilo 
eoMBJjiiids Sung Is considered unrellabl© and is eig^scted to offer no mo:m 
than, ** face-saving" rssiati^ce st best. 

Within the boundaries of Ssechw^, there are son© 35*000 
ifetlonalist ti'oops as vrell as an uadaterminsd maaber of indifferont 
provincial levies* together with small forces whs ow© allegiance to non® 
imt their individual warlord comEsnders* Against these troops the C'os-’ 
snaaiatB can throw the 150,000 a®n of Peng Ts^-hnal®s first Field Ar-tys 
as wsll as elementa from th© commands of Liu Po-cheng and Lin Pia5, 
totalling mors than that number, Thss© are first- sLasa forces, capebla 
of overrunning the defenses of the vrovlace in short ordsr and th® setual 
3.s5sachlng of the Cossraalst attack presumably awaits the redisposlticn of 
these troops. This rediaposition, tfhile tjnreportetl as yst* is probably 
already well uadar way. 
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jaw 

Althcra/* tha Frencb la»^ week fflotmied an attack oa the Vi©t» 
«a«ieee raalstaaS atron^old of Viah. aa l»q»crtaat arme-^la« 
>;o5rfe»po&se»Bloa of whlcli has l>e(ai aachalleaged for ® 

coJBSKBalq'oea ©ffoy little hope that the orer-all Breach 
Military poeltioa will be improved la the near fatore. w^vel or 
aom© tea thN*? 3 aad relnforcenients from France and North Africa onriJig 
th© past eevbrs»l ntoathsChrln^ng troop strength in Indochina ^ to^ 
approximtelF has not rorereed the steady deterioration o>. 

the French position in thrsa out of four sajor fitting areas, woy 
in the Hanoi area Ima there been any luprovement. 

Indloative of a growing desperation on the part ^ 
command is the wllllngaeas to take military measxires prejudicial both 
to the immediate and to the long-run well-being of the Indochinese 
ecoaos^, fruit trees and oooosut palrae bordering on military 
hfVTft been cut down In large numbers for reasons of military MC^ty. 
Eallroad workshops and rolling etodc in resistance areas hacre been 
destroyed. Nearly a thousand Junks and ssHpaas plying the rirer net- 
vfork of Oochinchlaa v/ere sunk In recent operations, thus aggrswatissg 
a shortage of rice in Saigon* already made severe by a resistance 
blockade of the major producing area to the vest. Bice exports for 
the first half of 1949, as a result, were about 8^ of prewar. 

Ilealstance capabilities, on the other hand, ^ipear to be im- 
proving, french Ei^ Commlesioner Plgnon has stated that Vietnamese 
military operations have passed beyond the guerrilla stage and that a 
«reel war“ la now under way in Tonkin. Th© southern advance of the 
Ghisese Communists is expected to permit a flow of arms from Chi^ Into 
Vietaameas reslstenoe areas, thus imposing a further strain on french 
rasouross in order to counter such increaeing pressure. Sharing the 
thsree year period ending In 1948, french mllltaxy expenditures in lado- 
china totalled more than 430 million dollars (US). It is estim^ea 
that operations for 1949 will require an Inore^e of 60 ^ over the 
ureviotis year » 8 expenditures. The time appears to be approaching 
rapidly when the french will be faced with the choice of graati^ t\ili 
sovereignty to Vietnam, or accepting the consequences of a costly 
mllltasy dissater. 
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